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A description of whether and how Applicant would adjust clearing member
participation under continuing eligibility criteria based on the financial, risk,
or operational status of a clearing member;

A discussion of whether Applicant’s clearing members will be required to be
registered with the Commission; and

A list of current or prospective clearing members. If a current or prospective
clearing member is a Commission registrant, Applicant must identify the
member’s designated self-regulatory organization.

b. Product Eligibility — Provide as Exhibit C-2, an explanation of the criteria used to
determine the eligibility of products submitted for clearing, including:
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The regulatory status of each market on which a contract to be cleared by
Applicant is traded (e.g., designated contract market, swap execution facility,
not a registered market), and whether the market for which Applicant clears
intends to join the Joint Audit Committee. For bilaterally executed
agreements, contracts, or transactions not traded on a registered market,
Applicant must describe the nature of the related market and its interest in
having the particular bilaterally executed agreement, contract, or transaction
cleared;

The criteria, and the factors considered in establishing the criteria, for
determining the types of products that will be cleared,

An explanation of how the criteria for deciding what products to clear take
into account the different risks inherent in clearing different agreements,
contracts, or transactions and how those criteria affect maintenance of assets to
support the guarantee function in varying risk environments;

A precise list of all the agreements, contracts, or transactions to be covered by
Applicant’s registration order, including the terms and conditions of all
agreements, contracts, or transactions;

A forecast of expected volume and open interest at the outset of clearing
operations as a derivatives clearing organization, after six months, and after
one year of operation as a derivatives clearing organization; and

The mechanics of clearing each contract, such as reliance on exchange for
physical, exchange for swap, or other substitution activity; whether the
contracts are matched prior to submission for clearing or after submission; and
other aspects of clearing mechanics that are relevant to understanding the
products that would be eligible for clearing.

EXHIBIT D — RISK MANAGEMENT

e Attach as Exhibit D, documents that demonstrate compliance with the risk management
requirements set forth in § 39.13 of the Commission’s regulations, including but not limited to:

a. Risk Management Framework — Provide as Exhibit D-1, a copy of Applicant’s

written policies, procedures, and controls, as approved by Applicant’s Board of
Directors, that establish Applicant’s risk management framework as required by
§39.13(b). Applicant must also provide a description of the composition and
responsibilities of Applicant’s Risk Management Committee.



